
CC Docket No. 02-6
Request for Review

Rowan County School District
121 East Second Street

Morehead, Kentucky 40351

February 19,2008

Marlene H. Dortch, Secretary
Federal Communications Commission
Office ofthe Secretary
9300 East Hampton Drive
Capitol Heights, Maryland 20743

This is a letter of appeal of an Administrator's Decision on Appeal - Funding Year
2007-2008, dated December 27, 2007, made in reference to a funding decision from the
SLD, dated July 26,2007.

Contact person for this appeal:

Applicant (Billed Entity):
Form 471 Application Number:
Billed Entity Number:
FRN:

Jeff Grubb
121 East Second Street
Morehead, KY 40351
Telephone: 606-784-8928
FAX: 606-783-1011
Email: jeff.grubb@rowan.kyschools.us

Rowan County School District
549274
128785
1596737

Under a contract dated January 26, 2007, Applicant leased from Service Provider, a wide
area network that provides Ethernet connectivity to seven (7) of Applicant's school sites
and one (1) of Applicant's administrative buildings.

The service has a non-recurring charge of $225,750 for capital investment recovery by
Service Provider (the "Up Front Charge").

By letter dated May 1,2007 (the "PIA Letter"), the SLD advised that 4/5 of the Up
Front Charge is "ineligible" because it is "outside the funding year". Because this is the
only information provided in the PIA letter, Applicant does not know the SLD's basis
for its position. A copy of the PIA Letter is attached.



The PIA letter requested a reply from Applicant, which was sent by Applicant to the
SLD on May 14,2007.

Then, on July 26, 2007, the SLD issued a Funding Commitment Report. In that Report,
the SLD advised as follows: "The dollars requested were reduced to remove: the
ineligible service: 4/5 of the one time charge outside of the funding year." A copy of
the referenced page from that Funding Commitment Report is attached.

Finally, on December 27, 2007, an Administrator's Decision on Appeal - Funding Year
2007-2008 was issued which stated that the appeal was denied because Applicant had
referenced the fact that paying the non-recurring charge would effectively reduce the
monthly recurring charge. A copy of the Administrator's Decision on Appeal- Funding
Year 2007-2008 is attached.

Based on the information provided, Applicant offers the following:

Pursuant to the WAN Fact Sheet, as provided on the SLD website, Paragraph 5 provides
that "Eligible telecommunications services and internet access can include service
provider equipment costs andlor a non-recurring charge for capital investment by the
service provider." In our case, Service Provider's non-recurring charge for capital
investment costs is $225,750 and is an eligible charge as reflected in the WAN Fact
Sheet. Applicant's previous statement that the non-recurring charge would effectively
reduce the monthly recurring charge is irrelevant in the analysis ofwhether the non
recurring charge for the Service Provider's capital investment costs is eligible.

In addition, Paragraph 5 of the WAN Fact Sheet also provides that "Eligible
telecommunications services and internet access can include service provider equipment
costs and/or a non-recurring charge for capital investment by the service provider.
However, in cases where the up-front or non-recurring charge is greater than $500,000,
this charge must be pro-rated over three years." In our case, Service Provider imposed
an Up-Front Charge for capital investment recovery; but that Up-Front Charge is only
$225,750, which is well below the $500,000 threshold. Yet, the SLD is requiring that
this amount be pro-rated over the entire five (5) year lease term.

Following our review of the other eligibility requirements, we have been unable to locate
any other regulation that would require an Up-Front Charge to be payable over the term
of the lease and the SLD has been unable to point us to one.

For the foregoing reasons, Applicant respectfully requests that the FCC reconsider its
Funding Commitment Decision and, consistent with the SLD's rules, fund all ofthe Up
Front Charge (as opposed to 1/5 of it) in the 2007 Funding Year by increasing the
approved amounts for that period from $97,388.12 to $236,450.12.



Thank you for your consideration and support of the Rowan County School District.

Sincerely,

Jeff Grubb
District Technology Coordinator



Form 471 RAL Line Item Report

FRN: 1596737
Form 471 Application Number: 549274
Form 470 Application Number: 372340000600245
Name of Billed Entity: ROWAN COUNTY SCHOOL DISTRICT
Billed Entity Number: 128785
Address of B1lled Entity: 121 E 2ND ST. MOREHEAD~ KY
Telephone Number of Billed Entity: (60b) 784-8920
Name of Contact Person: Jeff Grubb
Telephone Number of Contact Person: (606) 784-8928
Category of Service: Telecommunications Service
Contract Number: service order #1
Billing Account Number: 606-784-8928
Allowable Vendor Selection/.Contract Date: 12/28/2006
Contract Award Date: 01/26'l2007
Service Start Date: 07/01/2007
Contract Expiration Date: 06/30/2012
Pre-discount Amount: $307,078.08
Discount Percentage Requested: 77%
Funding Commitment Request: $236,450.12

40351-1669

471 RAL Page 21 of 68 03/02/2007



FUNDING COMMITMENT REPORT
Service Provider Name, Cinergy Communications Company

SPIN: 143001182
runding Year, 2007

Name of Billed Entity: ROWAN COUNTY SCHOOL DISTRICT
Billed Entity Address: 121 E 2ND ST
Billed Entity City, MOREHEAD
Billed Entity State: KY
Billed Entity Zip Code, 40351-1669
Billed Entity ~umber: 128785
Contact Person s Name, Jeff Grubb
Preferred Mode of Contact: EMAIL
Contact Information: jeff.grubb@rowan.kyschools.us
rorm 471 Application Number: 549274
runding Request Number: 1596737
Funding Status, Funded
Category of Service: Telecommunications Service
Form 470 Application Number: 372340000600245
Contract Number: service order #1
Billing Account Number: 606-784-8928
Service Start Date. 07/01/2007
Contract Expiration Date. 06/30/2012
Number of Months Recurring Service PrOVided in Funding Year' 12
Annual Pre-Discount Amount for Eligible Recurring Charges: $81328.08
Annual Pre-Discount Amount for Eligible Non-Recurring Charges: $45150.00
Pre-Discoynt Amount: 8126478.08
Applicant s Discount Percentage Approved by SLD: 77
Funding Commitment Decision, $97388.12 - FRN approved; modified by SLD
Funding Commitment Decision Explanation, The dollars reguested were reduced to
remove: the ineligible service. 4/5 of the one time chsrge outside of the funding
year.
FCDL Date: 07/26/2007
Wave Number: 012
Last Allowable Date for Delivery and Installation for Non-Recurring Services, 09/30/2008

FCDL/Schools and Libraries Division/USAC Page 6 of 15 07/26/2007



USAC
Universal Service Administrative CQmp.II1Y

5-1-2007

Jeff Grubb
Rowan County School District
(606) 784-8928
Application Number(s): 549274

Response Due Date: 5-16-07

Schools and Libraries Division

The Program integrity Assurance (PIA) team is in the process of reviewing all Funding Year
2007 Form 471 Applications for schools and libraries discounts to ensure that they are in
compliance with the rules of the Universal Service program. We are currently in the process of
reviewing your Funding Year 2007 Form 471 Application. To complete our review. we need
some additional information. The information needed to complete the review is listed below.

t) Based on documentation that you have provided, we have determined that
FRN1596737 includes ineligible items. According to program rules, USAC is
unable to fund ineligible products or services. The charges associated with
ineligible Items must be identified and removed. Listed below are the ineligible
items and their associated costs:

4/5 of thll1 time charge that Is outside of the funding year $180,600

Please confirm if you agree with the cost allocation. If you do not agree with the
cost allocation that we have produced, you must provide an aliernallve cost
allocation identifying the cost(s) for the ineligible item(s).

If you do not respond within 15 days the FRN will be modified to remove the
ineligible items.

For further information. see ·Cost Allocation Guidelines for Products and
Services· located in the Reference Area of the SLD Web site at:
htlp:/lwww.universalservice.orglsl/applicants/slep06/cost-allocation-guidelines
products-services.aspx.

It is important that we receive all of the information requested within 15 calendar days so we
can complete our review. Failure to respond may result in a reduction or denial of funding.
If you need additional time to prepare your response, please let me know as soon as
possible.

Should you wish to cancel your Form 471 application(s). or any of your individual funding
requests, please clearly indicate in your response that it is your intention to cancel an application
or funding request(s). Include in any cancellation request the Form 471 application number(s)



andlor funding request number(s), and the complete name, title and signature of the authorized
individual.

Thank you for your cooperation and continued support of the Universal Service Program.

Brian Coots
Program Integrity Assurance
USAC, Schools and Libraries Division
Phone: 973-581-7540
Fax: 973-599-6579
E-mail: Bcoots@sl.universalservice.org
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'VniV0rsal S01"ViCl,\ Al1mlni8trlltlve CompAuy
Schools .'I: T,ibrari., Division

Administrator's Decision 011 Appeal- }<'unding Year 2007·2008

De<;emlJer 27, 2007

Jeff Ciruhh
Rowan County Board of Education
121 Enst Second Street.
Morehead, KY 40351·1669

Re: AppliclUH NlUIIc:
Billed Entity Numher.
Form 471 Application Number:
Funding Request Numher(s):
Your Correspondence Dated:

ROWAN COUNTY SCHOOL DTSTRYCT
128785
549274
15907:17
Septemher 24, 2007

After thorough review and investigation of all rclevant facts, thc Schools and Lihraries
Divi~ion (SLJ)) of the Umversal ServIce AdmJnl~tralivc Company (USAC) has made its
decisiull in regard to your appeal of USAC'~ Funding Year 2007 Funding Commitment
Decision Letter for the Application Number indicated above. This leller explains the
basis of USAC's decision. The dule of this letter hegins the 60 day timc pcriod for
appealing this decision to the Federal Communications (;oml11iS8J0I1 (FCC). If your
Letter of Appeal included more than onc Application Number, p)CMc nole that you will
receive a separate letter for each application.

FUTldinl\ Rcqu~~.t):iljm!lP.r(s);

Decision on Appeal:
E.plunuLilln;

1596737
Denied

• Upon thorough review of lhe appeulletter and the relevant documentation, nSAC
hUK determined that the up·front charge on FRN 1596737 does not meet program
requirements for eligible up-front capital costs. According to program rules,
service pl'()vider equipment Cllst~ ulld/or u ncm•.reeuning charge for capItal
II1vestment hy the service provider is considered eligIble up.front capital COsl.
YOur reply to PTA dated April 25, 2005 stated, "Thc nOll-recurring charge of
$225,750 is 11 aile-time fee designed to lower our monthly lease rate with Cinergy
COJl)1l111l1icutions for our digitnlttal18mjssion serviccs for high-speed data
oOlllle<:I,oll." The intent behind the use oftllJS paymont optioJl is to reduce the
uistlicl'S monthly lease rate during the tcrlll 01" the liw year contract. As D.l·esult,
PIA reduced the olle-time charge in order lO remove WKls ussoduted with servil'c
thaI covers lhe remaining I"our years of the con!r;ICt. Based on the doeumclllation

100 SOl,lth Jdlerflon Rond, P.O. Dox l)()2. Whippnny, New Jmcy 07(}BI
Visit ll.'1 nnlirll.1 »1: www.I/I:i~t:.o.tJ/tl/1



in the rec::ord, USAC supports the uecision to reduce this funding request because
your request included costs for service occurring outRide the funding year.
eUIl~uelllly, lhe. appeal is denied.

• Your FCC Form 471 indioates lhal Rome of the products and/or services for which
you requested funding are scheduled to occur outside of the current funding year.
FCC Rules require that all of tile products nnd/or servIces for which discount~ lire
appmved be delivered within the cUfl'Cnt funding ye<II. See 47 C.P.R. sec.
54.507(d). FCC Rulc$ requil'e that if 30% Or mOre 01' the applicant's funding
l'Cquest includes inelisible products and/or Rervices. then the funding request must
be denied, otherwise the funding requesl will he reduced accordingly. Soe 47
C.ER. sec. 54.504(d).

If your appeal has been (lpproved, but funding has been re<lllccd or denied, you may
oppeal these decisions to Mher USAC 01' the FCC. For appeals lhat have been denied in
full, partially approved, dismiSsed, or canceled, you may file an appeal with the FCC.
You should rcfer to CC Docket No. 02·6 on the Ilrsl page of your appeal to the flce.
Your appeal must btl rec~iv~t1 or posunarked within 60 days of the date on this leller.
Failure to meetlhis r~lluir~m~nt will result in automatic dismissal of youI' appeal. U' yuu
are .uhmitling your appeal vin Unitcd Stales Postal Service. send to: FCC. Office of the
Secretary, 445 12th Street SW, Washington, DC 20554. Further inlhrmalion ijnd options
for filing an appeal directly with thc FCC can be found in the "A preu1s Procedure"
posted in the Reference Area of the Sill sCCtion of thc USAC website Or by ""nlHeling
the Client Service Hurcau. We strongly recommend thal you use the electronic filing
oplions.

We thank you for your continued support, patience and cooperation during the app~al

process.

Schools and Libraries DiVIsion
Universal Service Admiuistrative Company

100 :'lHlllh .ft'lfrNSnn RUilll, P () Oox. 1.J0'1. Whippany. Nt;'w Jel::,ey 07?8l
Vi:>iL u:; IJJlUII~ U~: WWW.usBc,or(J!sll



,step 6: Wide Area Network (WAN) Fact Sheet - Schools and Libraries" USAC
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USAC",
UnivetS31 5ervloo Administrative Company

Step 6: Wide Area Network (WAN) Fact Sheet

Page 1of2

LeasIng e Wide Area Network Is eligIble for Schools and Libraries support but building or purchaSing a WAN Is
not eligible.

Thls fscl sheet provldes rnformatlon on the d&flnlllon of a wide area nelwark. examples ofdiscounts on WAN,. the dl)nnition of fntemal
connecUonsl evaluaUQn ofille applicant owner prohibitIon, end amorUzallon of capltallnvaslment costs.

1.
2.
3.
4.
5.

1. Oellnilion of aWide Area Network
A wlde area l'IalWork (WAN) 18 a voice, dala, or video network that provIdes connections from one or more compulers or networks
wllhtll an eligible school or library to on8 or more computers or networks that are e:dernsJ to such eligible school or library. Excluded
from this deDnitlon Is a nelwork that provIdes cannecllons between or among buildings of a single school campus or between or.
among buildings of a single "brary oullet or branch, when those connecUons do not cross apublic right ofway.

Federal CommunfcaUons Commission rules provide that, to lh~ exten1111at 8tates, schools. or libraries build or purchas& III wtde area
network, the Ci:lllt of such wide area networks t& nolellglble for support. However, wlda area network capabll~y can be obtained as B
telecommunlcatkma 80Moa under the Schools and lIbraTles Program. Addillonally, wIde area network 86rvlce can be eligible for
dlsoount 8sln1ern8t access. If Isulng of Ihs wide area network Is the most cost·effecUve means of obtaInIng Intemel aeons. In that
case, the servloe.mus1.he.llmlted...slrlclly to basIc QOJ:l9.u1t BccesS t~.tt}..Et!nternel. . ...__ . __.. _

Applicants can obtain support for the servlen of wIde-area networks by leasln~ these S8lVlces under the program rules that apply. to
teTecommunlcatlona aervlces and Intemel acoess, but not by procuring WAN components 88 Intemal (lQIlnecllons. The term "Iesse"
refers to arrangement. whereby thEli ownership of the facility remaIns with the. servIce provlder. No ownership atlrlbutes are
undertaken by the lessee (applloant). Whether or not sn arrangement cons1ltutes a lease will be based on a l'$\Ilew of contractual
terms and coRdlllons.

Nt understandIng of how USAC defines 10Q81 QfBa networks, alh!!r Internal connecllons, and wIde area networks Is Important to
eneure that applicants Bubmlt funding requests that eontaln only eligible producls end servloea. In sddlllon, sppllc~lT1ts 8hould
under81and tlle eUglbllity reqUirements for the categories of service. such as telecommunications services, Internet access, and
Internal connecdons. For example, telecommunications service. can onty be provIded by an eligible telecommunlcallons camero Bee
EllglblQ SeM@s Framework for further Information.

FCC rules provide that the acillal wIres thet cartY dala across publlo righ1s-ot-way and the: components loutetl ou181de a Ichool or
Ilbral}' tBcilRy 8l'& WAN components and are -evalueled for elialbl1llY under telecommunlcallons services and Inlemet access.
NelWorking components rocated within Bschool or library fac111ty are most often Inlernal connectIons ratherlhan WAN components.

However. there Is an exception to thls genersl rule. It certain conditions are met, components located at a school or library can be
consIdered part of ''Qnd-to·endll telecommunications services or Inlemet accesa and can lhen be supported under tllese categorree of
seMOG. rather than a,lntemal conneotlons. Sse Qn:preoolsQ Prigrity 1 EquIpment for further Information.

FCC rules establish a rebuttable presumpllon thai a connecllon does not constitute an Internal connectlon If It crosses 8 public rlght~

of-way.

2. Example. of Discount. on Wid. Area Network.

example A. Msume that the computers of a school district and library system are conneclsd and share Informallon
among the various slles and use tha network for voloe telecommunications seNltea, data lransmlsslon, and lntemet
access. The cannecUona between the buildings (IrQ leased ftom an eligible lelecoMMllnlcallons carrie'. The price of tile
connections Is eligible for support.

Snmple p. Assume that the Clomputera of a school dlstricl and libra!)' system are connected among thi various sites In
order to share access. to tile Internet. The connections be1Wesn sites are leased from a non·telecommunrcalfona carrliu
such as a cabl", company and are the most coat-effective means of accessing the Inlernet. The cost of leasing the
oonnecllona Is eligible for support 8S tnlemet 80CGSS so long as the servIce Is limited to basic condult access to the
Internet.

Examplo C. Assume that th$ compulers Of a school dlslrlct and Ubrary system are connected and shara Information
among the various sites and use the network for voice telecommunlcallons and for the transml5sion of data. The
connecllons between sites were purchased and InBtalled by (he 800001 dl5tFict and library system. These connections are

http://www.universalservice.orglsl/applicants/step06/wide-area-network-fact-sheet.aspx 5/912007
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not ollglble for support bocauso the connections arB purchased and fnstalled by the school dIBtr1c\ and library system.

Example D. Assume thai the computers of a school dIstrict and nbrary system are connected and share Information
among the varfous sites and al80 USB lhe network for voice telecommunications. transmIssion of polnt·la-polnt vIdeo. and
Inlernet Bcoas8, The connetllions between sites are ~ased from a non-hllecommunlcaUon5 carrior. Assume further U1at
this method of acco&slng the Inlerne' Is the most cosl·efrecUve. rhe proportionate prfce of Ihalassed Unas for oblafnTng
Internet aooesa Is ellglble for support but the costs allribufable to the telecomrnunlCtlUons services are not eligible. ThIs
ellg1bla cost must be determined In accordanw with USAC', Mal allocolloo guIdelines, The lomslntng pl1ce aUl1butabta to
the l&ased conneotlons for voice teleeommunlceUons and the pOlnt-lo-polnt video seNfee I' not ellglbla for support
becaus.l,," ooIVleo I. nol bBlng provided by an .lIglbl.IBI.communlcaUonB cotTIBr.

3. O.flnillon ollnlernal Connacllona
As previously Indicated. \halala a rebuttable preaumpUon thai I connection does not consUMe an Intemal conn8C11Dn~.v'llt Is a wide
BrBa nolwoI1<) 1111 cro>'a' a publlo rlghl.oroW.y. S•• EllglbJ._llIDl~and fr~olly A.kod OU08l100B aMut E1lg1bJ1lly of
1'!ll(!II..~UO!lJ!.l'I!w.

4. EvaluatIon 01 tho Applicant Ownerahlp Prohlbnlon
Cosis of ellglbl'e lelsoommunlcatlona services end Intemet access must nDt provide owneJ'8hlp Inleresl to applicants.. EUglbfe ~8tllln

lhasa two CGKlgorlQS ofservice arG fOT provision of services only. not applloant ownershlp. .

The FCC has recognized that 80me busIness arrangements belWeen an appllcanl and 89rv1oe provlder, even If labeled a leas, of
service., o.n ,each ....nll.11y lhe ssma lO.ull a. a prohlbllod WAN purcha•• by ap~lcenls. USAC win nol provld. support on an
agreement lhat 11 tlUed or dasedbed as ~ lesM when, III effect. the terma of the agreement conslltule 8 purchase.
Factors evaluated when making this da1ermlnatlon Indude whether the applicant has exclusive access 10 lheW~ faclUl1u, whether
a lease'plHClhasB agreement exists, and whether a subslanUBI payment for upfront capital cos19 IS part of the agreemenL Contrects
w11h an option fo,lh••ppllcanlto ""roll.,. WAN fa~lIl1.. will nol be ,upponed.

SUpport I. not provided lor th. Initial oon.lruellon co.l. lor WANlacllm•• ~alno buill lor lh••x~u'lv. use 01 an appllcan~ a"""pll.
estabUshed rural areas where no acceptable allomBtlvea exist. except rn such I'Ora1 areas, applicants are expected 10 use the mered
Infra$lJUclure1soll"le8 of service providers In order to obtaIn the most cost-effective service.

- -AlthoUgh program 8upportmaynot be used'torths rull consti'ucUOn costs ofWitfEfArea-NeWOllffadlllles:ln-a-non"Rfral-erea.1t maybe
used for a proportlon.l. 00.1 nlWAN fa~lIt1aalhal con b. sharodomong mulilpl. oro••I,allon•.

USAC will review contraclual terms. lhe technical configuration, end up"'frClnI constructions cosls to determlna whelher exclusive use
Is beIng provided. Cosls In fundIng requests may be compared 8galnst lila tolal costs of a s6rvlce provldel's constructIon ploJecl.
The.. ,.view atap. allow USAC to delermln. wltolher th. fundlag ,equ••t I. con.istent with a slmpl. lea•• of f.cIIiUoa (Bllglbl.) or
wholhor II ro.ch.....entlally th••am. result a. a prohlblt.d WAN "",cha•• by an applicant (nol.nglbl.).

5. Amortl>atlon ofCapltallnve.tment Cost.
Eligible tetecommunlcallons 8GNlCGB and Interna' access can Indude service provIder equIpment costs andlor a non-recurring charge
for caplle.llnv8sbnenl by the service provider. However. In O8S8S where the upfront or non·recurring charge Is greater than $500.000.
thla charge must be prorated over a period ofal1eB81 three years.

Costs of eligible lelecommul'llcatlDns servIces and Internet 8008&9 must notplovlde ownership Interest (0 appllcanla. ElIgIble costaln
these two cetegOJies of BeNlce are for prolJrslon of eervlces only. not apP\lO&nt owneretllp.

81'9 5 calcylate Ute [)]SC9"nI Leye' ., 8mp 7 Submit XourApplk:atlon forProRram SURpmt

lilst modified on 11/1412OOS

019117..2007, UniVert41 6Qrvlce AdmlnlalraUve Company, All RIghts Ro8&Md.
llOJlliIl'll~ Ill!1on1aJll WebslIB readbockllliGil1Llllll' Il:miII~UJi
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